[No. 56] 


FULL COMMITTEE HEARING ON ARMY DISPOSAL 12-A, MISSOURI 
ORDNANCE WORKS 


House or REPRESENTATIVES, 
ComMITTEE ON ARMED SERVICES, 
Washington, D. C., Friday, January 22, 1954. 

The committee met at 11:45 a. m., the Honorable Dewey Short 
(chairman of the committee) presiding. 

The CuarrmMan. This is a matter, members of the committee, that I 
would like to have considered at this time. 

Mr. Vinson. I may say we instructed them to sell this property and 
not lease the property. I understand before Mr. Cunningham’s 
committee that we disapproved a lease and told them to sell it. 
Now, I understand they say they are going to lease it and not sell it. 

The CuarrMAN. This subject is the matter of selling or leasing the 
Missouri Ordnance Works, located at Louisiana, Mo., not far from 
St. Louis, and the principal witness is Mr. Frank Higgins, Deputy 
Assistant Secretary of the Army. 

4 If youpwill review what has gone before with respect to this project, 
O MgSHigéfms, and what the new proposal of the Department of the 
SAray is, Hthink we will be able to answer some of the telegrams that I 

have beeRyeceiving from out in that section of my State. 
‘= When *that ordnance works was set up, it was more or less of an 
Sexperime al plant, wasn’t it, for the production of synthetic fuels? 
t> Mr. Keener. Yes, sir; one part of it. 

tt The Crarrman. There is one at Louisiana and another pilot plant 

t Coloratté. Am I right? 

Mr. Ketuener. Rifle, Colo.; yes, sir. 

The Cuarrman. Rifle, Colo. 

Mr. Price. The plant was not set up originally as an experi- 
mental plant. It was set up as an actual war plant for the manufacture 
of ammonia, I believe. 

Mr. Smarr. There are two phases. 

The CHatrMan. Well, there are two phases. 

Mr. Smart. There are two phases on the plan. One part of it 
actually does involve the manufacture of anhydrous ammonia and 
that is the subject of the lease, with option to purchase, here this 
morning. Another, different part of the installation was the syn- 
thetic fuels for which they don’t seem to find any use or any interest. 

Mr. Price. That is debatable. 

The CHarrMAN. At this particular time. Let’s hear from Mr. 
Higgins, the Deputy Assistant Secretary of the Army. I think per- 
haps he will answer many of the questions that members might have 
in mind. You proceed, Mr. Higgins. 

Secretary Hiacins. Mr. Chairman and gentlemen of the com- 
mittee, I will review for you what has happened to date on that 
portion of the plant which was known as the ammonia plant. 
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On June 12, 1953, the Congressional Committees of the Armed 
Services were asked to agree with an Army proposal to lease the 
Missouri Ordnance Works also known as the quartermaster 
experimental fuel station at Louisiana, Mo. 

On July 10, 1953, a revised request was submitted to provide for 
either sale or lease as might be determined to be the most advantageous 
to the Government. 

The Senate committee agreed to either sell or lease, but the House 
committee agreed to sale only. 

On August 14, 1953, the Secretary of the Army wrote the chairman 
of the House committee that the most desirable method of disposal 
could be determined only by obtaining offers for sale and lease, that 
the plant would be advertised in this manner, and that if leasing 
offered the best terms the matter would be referred to the committee. 

The Cuarrman. And bear in mind that was August 14, 11 days after 
the Congress had adjourned. 

Secretary Higeins. An invitation for sale and lease proposals was 
issued on September 1, 1953, with the opening date set for November 
16, 1953. This date later was extended to December 16, 1953, and 
I may say the extension was brought about for the accommodation 
of a greater number of bidders. 

A total of six proposals tor sale and lease were received. These 
proposals are listed and described as follows: 

wo proposed purchase of the synthetic liquid fuels facility es- 
tablished by the Department of the Interior. The best offer of 
$250,607 is not reasonable. Both offers will be rejected. 

One offer was made to purchase the entire facility for the sum of 
$150,000, which obviously is not acceptable. 

One proposal was made for the purchase of the ammonia facility 
for a price of $2,500,000, which is less than the appraised value. 
That appraisal was made by an outside firm. 

One proposal was for the lease of the ammonia facilities, guarantee- 
ing a minimum rental of $327,600 a year, with a possible maximum of 
$554,400 a year. 

The last and most favorable proposal was for the leasing of the 
ammonia facilities, with a guaranteed rental of $343,980 a year and a 
maximum of $582,100 a year. This proposal called for a firm term 
of 6 years, with an option to renew for 2 additional 6-year terms. 

It also contained an option to purchase within the first 3 years of 

the lease for a price of $3,325,000, which we consider a reasonable 
price. 
. On January 12, 1954, the Secretary of the Army forwarded an ex- 
tract of the proposals received to the chairman of the House Committee 
on Armed Services requesting agreement of the committee to accept 
the proposal just described. 

A copy of an extract of the proposals received and copies of the 
submission to the congressional committees which contained de- 
scription and history of the plant are attached. 

That is they are attached to our submission and I have a recapitula- 
tion here of the various bids and as outlined in this report, sir, it is 
recommended to you that we accept the American Cyanamid proposi- 
tion, which guarantees us a minimum rental of $343,980 a year. 
That is a minimum of $13.23 a ton. That could bring a maximum 
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rental of $582,000 a' year. And in that proposition they are given an 
option to purchase within the first 3 years the plant for $3,325,000. 

Mr. Vinson. Mr. Chairman, could | ask him a question? 

The Cuatrman. Right at that point, I might say—I had this 
wire from L. A. Nickles, the mayor, and Gerald Kritz, president of 
the Chamber of Commerce of Louisiana, Mo., saying: 

Due to acute unemployment conditions, trust speedy action will be taken on 
the American Cyanamid bid. 

And it is your recommendation that we accept that bid, which is by 
far the most favorable that has been offered? 

Secretary Hiaerns. It is, sir. 

The CuarrMan. Is that right? 

Secretary Hicarns. It is, sir. 

The CuHarrMAN. It would be good business on the part of the 
Government to accept their bid rather than to propose other outlets. 

Secretary Hiaains. We feel very definitely, sir, that we have 
explored this from every angle and through the system of open com- 
petitive bidding and we feel we are very fortunate to have their offer 
from American Cyanamid. 

Mr. Vinson. Mr. Chairman, I reeall this quite well when it was 
before Mr. Cunningham’s subcommittee and when we concluded 
after hearing Mr. Cannon and the Department, and Senator Syming- 
ton that we instruct the Department not to lease but to sell. 

Mr. Duruam,. Who appraised it, may I ask? What company? 

Secretary Hiaarns. Beasley & Beasley. 

Mr. DurHam. Where from? 

Secretary Hiceins. Washington, D. C. 

Mr. Duruam. Washington, D. C. 

The CHarrMan. How much did it cost the Government? 

Secretary Hiacarns. About $18 million for the ammonia plant, and 
then there was an additional expenditure that was paid by the Bureau 
of Mines for this synthetic facility that brought that up to thirty- 
some-odd million dollars, to $34,183,000. But the Army’s investment 
in this plant was $18, 689, 925. 

The Cuarrman. And how long did we have it in operation? 

Secretary Hiaains. We operated it all during World War IT and 
supplied a very vital raw material for us in the form of ammonia. 

The CuarrMan. But the Army doesn’t have further need of the 
facility? 

Secretary Hiaains. Not at this time, but, of course, we have the 
clause. 

The CuHarrmMan. You think purchase or sale would be the better 
"y to dispose of it. 

ecretary Hicains. Well, we have a combination of both here, sir. 
You will note we will have a minimum return from the least part of 
this proposal we are making of $343,980 a year. 

Mr. Duruam. That is pretty good interest, on three million. 

Secretary Hicarns. Yes, it is. 

The CHarrMAN. Yes. 

Mr. Duruam. Even if you get the $3 million total. 

Secretary Hiaains. And then they have put this option in here to 
purchase for $3,325,000. 

The Cuarrman. The next highest bid was by National Distillers 
Corp., New York, two and a half million. 
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Secretary Hiaerns. For two and a half million; yes, sir. 

Mr. Vinson. Mr. Chairman, may I ask a question? 

The CHarrMaAn. Mr. Vinson. 

Mr. Vinson. Let me develop it. I have been quite familiar with 
this and I followed it in the subcommittee hearing. Now you say 
the total investment is around about $30 million, in both phases? 

Secretary Hicains. If we consider the plant 

Mr. Vinson. As a whole. 

Secretary Hiagaerns (continuing). In its entirety—— 

The CuarrmMan. $34 million. 

Mr. Vinson. $34 million. 

Secretary Hiaarns. Yes. 

Mr. Vinson. Now does this option to purchase embrace only a 
portion of it or the entire unit? 

Secretary Hiaains. That embraces the ammonia plant. 

Mr. Biagver. I am Samuel-D. Blacuer, Office, Chief of Engineers. 
And the land on which the liquid fuel facilities are constructed. 

Mr. Vinson. Then the plant is subject to division. 

Mr. Yes. 

Secretary Hiaarns. Yes. 

Neg Vinson. And this only relates to the ammonia end of the 
plant. 

Mr. Harpy. I don’t believe he has said that. I hate to interrupt 
you, but I think you misunderstood him. 

Mr. Price. I think Mr. Vinson is getting at some points that I 
am trying to get at, this matter of division. 

Mr. Vinson. Let’s start back over. This plant was used for two 
purposes. 

Secretary Hiaains. Yes, sir. 

Mr. Vinson. And it cost approximately $34 million? 

Secretary Hiaains. Yes, sir. 

Mr. Vinson. And you have an offer now to sell one part of it 
which has been used for ammonia; is that correct? 

Secretary Hiaarns. That is correct. 

Mr. Vinson. And the other part; what do you propose to do with 
the other part? 

Secretary Hiaains. Well, we have received two bids to date on 
this synthetic fuels facility, one for $250,607, and another one for 
$201,600, which we don’t feel are acceptable. If we make the deal 

The Cuairman. Who offered those bids? 

Secretary Hriaains. One was offered by the Perry Equipment Corp., 
of Philadelphia, Pa., for a quarter of a million dollars, and the other 
by Brown Straus Corp., of Kansas City, Mo., for about $201,000. 

Mr. Vinson. Now you could define it in a deed and divide the 
property and segregate the property from these two uses it has here- 
tofore been dedicated to? 

Secretary Hiaarins. Well, as I understand it, we will make it a 
condition of sale that we will dispose of this part separately. 

Mr. Biarvurr. Two bids for the liquid fuel facilities only are for 
removal from site. 

Mr. Vinson. Well, what was worrying me: When you accepted 
this, whether he got it all or could get it all, at approximately $3 
million, or some that he would never get unless he paid a considerable 
sum more for it. That is all I want to know. 
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Secretary Hiaains. Well, as far as the real estate is concerned, 
sir, and cne thing or another, it is all in the ammonia plant deal. 
But as I understand—— 

Mr. Vinson. Then whoever buys it for 3 million gets it all; is 
that correct? 

Secretary Hiaerns. No, sir. There is a salvage value that we 
have in this equipment that it would be sold on the basis that it be 
removed from the site. 

Mr. Vinson. All you would get for the balance of it is salvage 
value? 

Secretary Hicgains. Well, we already have had a bid here, as I 
say, of a quarter of a million dollars, that would be in addition to 
the sale of the plant. 

Am I correct in that? 

Mr. Yes. 

The Cuatrman. If the gentleman from Georgia would vield at that 
very point 

Mr. Vinson. The synthetic plant would be removed. 

Secretary Hiaarns. Yes. 

The CHarrmMan. At that point, if vou will allow, I will quote a brief 
paragraph from the letter of the Secretary of the Army, Mr. Stevens, 
addressed to me on January 12, 1954. This is the quote: 


Although American Cyanamid did not offer to purchase or lease the synthetic 
facilities, it has been indicated informally that after study of the uses to which 
these facilities might be put, there is the possibility that leasing or sale could be 
negotiated on terms favorable to the Government. 

Mr. Vinson. Then, of course, the Cyanamid Co. probably will get 
the whole plant when it winds up, plus an offer of the $3 million now? 

Secretary Hiaains. Yes. Let’s say if we accept this proposition 
No. 4 here that we read—we have the 3% million approximately 
nailed down. 

Mr. Vinson. That is right. 

Secretary Hiaarns. Now then, American Cyanamid will have the 
option to buy these additional facilities on which we would determine 
a maximum price by free bidding. And they would enter a bid, of 
course. Now, if they didn't take on this extra equipment, then we 
would dispose of that and remove it from the plant. 

Mr. Vinson. As surplus property. 

Secretary As surplus property. 

Mr. Vinson. And by salvaging—there will be no land involved in it? 

Secretary Hiaarns. No, sir. 

Mr. Vinson. It would just be what is on the land? 

Secretary Hicatns. That is correct, sir. 

Mr. Vinson. That is right. Then it would go out as salvage stuff? 

Secretary Hicerns. We are led to believe that American Cyanamid 
are interested in this. 

Mr. Vinson. Mr. Chairman, from the statement the Secretary has 
made, it looks like to me we made a pretty good business proposition. 
But I don’t want to get our good friend. Mr. Cunningham, to whom 
this was referred as chairman of the subeommittee—I want directly 
to show that we are not taking it away from Mr. Cunningham’s sub- 
committee, but we are considering it as a full committee, but we will 
still adhere to the policy of referring matters to Mr. Cunningham’s 
subcommittee. 
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I don’t want Mr. Cunningham to feel—— 

The Cuarrman. We are not circumventing him. 

Mr. Vinson. That is right. I see no objection to go ahead and 
leasing it, with an option to purchase within 3 years. 

Secretary Hiaarns. Yes, sir. 

Mr. Vinson. At these figures. 

The Cuarrman. I am sorry Mr. Cunningham is not here, but we 
can readily understand why he is not. Can the gentleman from 
Georgia who sat in with the subcommittee as an ex officio member, 
but heard most of these hearings, inform the full committee what the 
decision of the subcommittee was? 

Mr. Vinson. The subcommittee recommended, after we had a 
hearing there, that it would be to the best interest of the Government 
to sell it. The proposition was a two-barreled proposition, to sell 
or to lease. We took the position the best thing was for the Govern- 
ment to sell the property. 

Mr. Smart. Yes. 

Mr. Vinson. That is right. We want to get the Government out. 

The CuHarrmMan. But the Senate committee said in effect that you 
could either lease or sell. 

Secretary Hiaerns. Yes. 

The Cuarrman. Whichever was the better proposition. 

Secretary Hiaains. Yes, sir. 

The Cuarrman. And in the interest of our Government. 

Secretary Higarns. Yes, sir. 

Mr. Netson. Mr. Chairman, I move the committee approve 
acceptance of the offer. 

The CHAatrMaN. Just hold it a moment. Mr. Hardy. 

Mr. Harpy. I just wanted to make one observation. I just can’t 
quite go along with the general feeling that this thing is nailed down. 
The only thing that is nailed down, as I understand it, is a certain 
stipulated minimum lease fee; is that correct? 

Secretary Hiaains. That is correct. 

Mr. Harpy. You are talking about a sale being nailed down. It 
is nailed down only from the standpoint of American Cyanamid Co.? 

Secretary Higains. That is correct. 

Mr. Harpy. They have an option? 

Secretary Hiaarns. That is right. 

Mr. Harpy. We don’t have anything to enforce the sale. And if 
we should decide at the end of the 6 years—they decide they don’t 
want to renew the lease, of course, we have gotten 6 years’ rental, 
$346,000, approximately. But if at the end of that period of time 
they have not exercised that option, then we are right back where we 
started; is that right? 

Secretary Hicarns. That is a correct statement. 

The CuatrmMan. But, if the gentleman from Virginia will permit 
me, it is much better to get $327,000 a year for the next 6 years than 
to let that plant stand there idle. 

Mr. Harpy. I will agree with that. 

The Cuarrman. And rust and deteriorate and absolutely become 
worthless and with a lot of unemployed people out there wanting work. 

Mr. Harpy. | am in complete agreement with that, Mr. Chairman 
but I didn’t want to leave the impression here that has been create 
thus far. I think we ought to bear this in mind, too. This sale 
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contemplates that the American Cyanamid will take over all the real 
property that is involved. 

Secretary Hieains. That is right. 

Mr. Harpy. And the bid for $2% million, which I understand you 
had, related only to the real property on which the ammonia plant 
was located; is that correct? 

Secretary Hicerns. That is correct. 

Mr. Harpy. And the difference, then, between your appraisal and 
a firm offer to purchase the ammonia plant is small. 

Secretary Higerns. The $2,500,000 bid from National Distillers 
and the $3,325,000 bid from American Cyanamid 

Bs Harpy. Did I not understand that was on the ammonia plant 
only? 

Secretary Hicains. Beg pardon? 

The CHairMANn. Wait a minute. Let’s get this straight. 

Mr. Harpy. Just so I can understand it. That is all I want. 

The CHarrMan. Well, here is a huge plant that performed a marvel- 
ous function and supplied vital materials in World War II, and like 
so many Government installations, there it stands idle, with people 
out of work. Now if we lease this plant, we will at least achieve three 
things. The first thing, we will get $327,000 a year for 6 years. 

The second thing is you give people work. 

And the third thing is not only will vou get this rental each year, 
but you will get production of ammonium and you will collect taxes, 
the Government will collect taxes, because of the business produced 
by the American Cyanamid Co. It seems to me you have done a 
pretty good job. 

Mr. Doyue. Mr. Chairman. 

The CHatrman. Mr. Doyle. 

Mr. Doyuz. Did I understand, Mr. Secretary, you to say that at 
the expiration or during the term of the lease, assuming they don’t 
exercise the option within 3 years, there continues a reclaiming clause? 

Secretary Higains. I am not sure I understand your question, sir. 

Mr. Doyte. Does the Government retain a reclaiming clause? 

Mr. Smarr. If they buy. 

Mr. WickersHam. Recapture. 

Mr. Recapture. 

Secretary Hiaains. Oh, yes. 

Mr. Doy.ie. Throughout the period of the lease? 

Secretary Hiaarns. Oh, yes, to be sure. 

I would like to just reply to Mr. Hardy if I may, on the very 
logical question you raised there about a 1-year or 2-year proposition. 
It will cost American Cyanamid comadeniitte money to move into this 
plant and habilitate it for modern production. It would just be good 
reasoning to assume that they would move in there for a year or two. 

Mr. Harpy. I understand that, but I don’t like for any of us to be 
operating under any delusions. Now we have been confusing the 
words ‘offer’? and ‘‘option.’”” That is the only point that I want 
understood. I did think there was just one other aspect of it that we 
ought to understand also, and I am not sure I did. You had a firm 
offer of $2,500,000 for the ammonia plant? 

Secretary Hiaains. Yes, sir. 

Mr. Harpy. Now, I don’t know where you would come out on the 
possible sale of the synthetic fuel plant. 
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Secretary Hiaarns. Well 

Mr. Harpy. To make up whatever difference there might be. And 
the only reason I am bringing it out—and I am perfectly willing to go 
along with my chairman. I think the reasons he has given for approv- 
ing this are thoroughly satisfactory and sound. But I don’t like to 
approve it on the Tanks I understand that we have a firm offer to 
purchase this plant for something over $3 million when we haven't. 

Secretary Hiaatns. Oh, no. I am sorry if I led you to believe it 
was a firm offer. 

The Cuarrman. The gentleman from Virginia is correct. 

Mr. Vinson. Mr. Chairman, we have no firm offer to purchase it 
at all. If we can lease it for 3 years or 6 years for $343,000 a year, 
it is a pretty good business proposition. Now, of course, we do have 
a firm offer of $2,500,000 from the National Distillers Corp. But 
with the American Cyanamid Co., it is in line with what it has pre- 
viously used. 

Secretary Hiaarns. That is right. 

Mr. Vinson. So I think we ought to continue to make fertilizer 
and stuff that goes into fertilizer. So I am recommending we 
accept—— 

The Cuarrman. Let Mr. Johnson ask a question. We will act. 

Mr. Jounson. I wish you would figure it out. The 3 years’ lease 
would make you in excess of $900,000. Now what was their offer 
of purchase, their option? 

Mr. Price. $3,325,000. 

Mr. Jounson. How much was that? 

Secretary Hiaarns. $3,325,000. 

Mr. Jounson. Then the most we could get if they exercise the 
option at the end of the 3 years would be roughly a little over $4 
million; isn’t that correct? That is what the United States will get 
in its hand, a little over $4 million? 

Secretary Hiaarns. Yes, that is the minimum, sir. 

Mr. Jounson. Yes. Well they only have it for 3 years, do they 
not? 

Mr. Duruam. Six years. 

Mr. (Aside.) 

Secretary Hiaarvs. An option for 2 additional 6-year terms. 

Mr. Biarver. The term of the lease is for 6 years with the option 
for 2 additional 6-year terms. 

Mr. Jounson. | see. 

Mr. Buarver. The rental consideration here, the $343,000, is a 
minimum guaranteed rental. The actual rental will be based on 
production at the rate—— 

The CHarrMAN. It could go up to $582,100. In 6 years it would be 
$3,492,000, almost $4 million. That is the maximum. 

Mr. Price. The point that Mr. Johnson is trying to get at: You 
said they could purchase within 3 years for $3,325,000. Is that a 
limitation of time for purchase? 

Mr. Biarver. That is a time of limitation contained in their offer. 

Mr. Jounson. Why can’t you tell us, then, exactly how much 
money you will get when they exercise that option. 

Secretary Hiacins. You see, none of the rental moneys apply on 
the purchase price. 
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Mr. Jounson. I understand that. I just want to add the rentals 
to what they would pay. 

Secretary Hiearns. If you want to assume they rented it for a 
year and then bought it, you would add $343,000 minimum to $3.3 
million or you would have about $3%; million dollars at the end of a 
year if they purchase it. 

Mr. Jonnson. That is right. That is what I am trying to bring out. 

Mr. Price. That is the way the contract reads. 

Secretary Hiaarns. Yes. 

Mr. Price. This rental would not be included in the $3 million. 
It would not be included in the agreed purchase price. 

Secretary Hiaains. There is no consideration of rentals in the pur- 
chase price. 

Mr. Duruam. You know one thing: If you get the minimum rental 
under this contract, you will collect in 6 years—when your first lease 
expires—$2,163,340. You know the Government will get that. 

Secretary Hiaains. That is right. 

Mr. Mituer. That is a minimum. 

Mr. Duruam. That is a minimum. 

Mr. Miturer. It could be 5 million. 

The CHairMan. All right. 

Mr. Vinson. Mr. Chairman, I move the Armed Services Committee 
interpose no objection to approving 12-A with reference to the offer 
of the American Cyanamid Co. 

The CuarrmMan. Moved and seconded. 

Mr. Miuuer. Yes. 

The Crairman. Those in favor say “aye.’’ Opposed, “no.” It 
is unanimously agreed. The motion ts carried. 

Now, then, it is 12:15. We will have to come back on the installa- 
tions in Britain. I don’t want to have to take it up today. 

Mr. Ketiewer. You do not want to? 

The CuatrmMan. The committee will stand in recess until 10 o’clock 
Monday morning, when we will meet in executive session for a com- 
prehensive and full briefing by the Secretary of Defense and Chairman 
of the Joint Chiefs of Staff, with whom I conferred just before getting 
here. I think it will be extremely helpful and very interesting to all 
the members to be here Monday morning. Mr. Wilson and Admiral 
Radford and perhaps 2 or 3 with him will be here, from 10 to 12 at 
least, to give us a broad, comprehensive, overall picture of our defense 
situation and our national security. 

In fact, they will take us, I think, on a trip around the world and 
cover a lot of ground. Then perhaps on Tuesday, if we can arrange 
with the Signal Corps, I would like for them to take an official photo- 

raph of the committee. I am very desirous that every member shall 
he here in order to be included in that official picture of the committee, 
because we didn’t have one taken in the first session of this Congress, 
since it is perhaps the only time I will ever have this high honor— 
the Chair has been warmed so long by the gentleman from Georgia, 
the King Bee. I want you all to be here. 

Mr. Vinson. I suggest the chariman put on his Sunday clothes. 

Mr. Mr. Chairman. 

The CuarrMan. Just a second. Mr. Kelleher. 
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Mr. Ke.iener. The project was approved in accordance with the 
Secretary's letter of January 12. 

The CHatrMan. Yes. 

2 committee will stand adjourned until Monday morning at 10 
o'clock. 

(Whereupon, at 12:15 p. m., the committee adjourned to reconvene 
Monday, January 25, 1954, at 10 a. m.) 
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